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October 23, 2008

Independent Auditors' Report

Superintendent and Board of Education
Posen Consclidated School Disttict No. 9
Posen, Michigan

We have audited the accompanying financial statements of the governmental activities, each
major tund, and the aggregate remaining fund information of Posen Consolidated School District
No. 9. as of and for the year ended June 30, 2008, which collectively comprise the School District's
basic financial statements as listed in the table of contents. These financial siatements are the
responsibllity of the School's management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of Americo and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit fo obiain reasonable assurance about whether the financial
statemenis are free of material misstaterment. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities. each major fund, and the aggregate
remaining fund information of Fosen Consolidated School District No. 9, as of June 30, 2008, and the
respective changes in financial position, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Sfandards, we have also issued our report dated October
23, 2008, on our consideration of Posen Consolidated Schaaol District No, 9's infernal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is {o describe the
scope ot our testing of internal control over financial reporting and compliance and the results of
that testing and not to provide an opinion on the internal control over financial reporting or on
compliance. Thatreporiis anintegral part of an audit performed in accordance with Government
Audifing Standards and should be considered in assessing the results of cur qudit,
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Posen Consolidated Schoof District No. ¢
Posen, Michigan

The management's discussion and analysis and the budgetary comparison information are not a
required part of the basic financial statements but are supplementary Information required by
accounfing principles generally accepied in the United Sfates of America. We have applied
certain limited procedures, which consisted principally of inguiries of management regarding the
methods of measurement and presentation of the requirsd supplementary information. However,
we did not audit the information and express no opinion on it

Our audit was conducted for the purpose of forming opinicns on the financial statements that
collectively comprise Posen Consolidated Schocol District No. ¢'s basic financial statements, The
other supplemental information is presented for purposes of additional analysis andis not a required
part of the basic financial statements such information hos been subjected to the guditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
siaied in ali material respects in reiation to the basic financial stataments taken as o whole.
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CERTIFIED PUBLIC ACCOUNTANTS

Petoskey, Michigan



POSEN CONSOLIDATED SCHOOL DISTRICT No. 9

P.O.BOX {87
10575 MICHIGAN AVENUE POSEN, MICHIGAN 48776
(B89} 766-2471 « FAX (988) 768-2518 -  (984) 766-2573

Management's Discussion and Analysis

Overview of the Basic Financial Statements

Posen Consolidated School District No. 9's {the Disirict's) basic financial statements
include government-wide statfements, fund financial statements and notes fo the
financial statements.  This report clso contains required and other supplemenial
information in addition to the basic financial statements,

Government-wide Financial Statements

The govermmment-wide financial statements report information on all of the Disirict's
nonfiduciary funds. The government-wide statements are designed to provide readers
with a broad overview of the District's finances, in a manner similar to a private-secior
business.

The Statement of Net Assets displays alf of the District's cssefs and liabilities, with the

difference reported as net assets. Al long-ferm assefs and debi obligations are
presented.

The Statement of Activities focuses on the gross and net costs of the various functions
within the School {instruction, support services, etfc.), which are supported by the School’s
general revenues {property taxes, unrestricted state aid, ete.). -

Fund Financial Statements

The fund financial statements report on the governmental funds, with an emphasis on
maior funds, Major funds are determined by the leve! of activity within the various funds.
The focus of the fund financial statements is on the sources and uses of funds during the
current year.

The fiduciary fund is dlso presented separate from the governmental funds, due to the
fact that these assets do not represent assets of the District. These assets are not
presented as part of the government-wide financial statements.

Posen Consolidated School District No. ¢ maintains six individual governmental funds.
Information is presented separately in the governmental fund balance sheet and the
governmenta! fund statement of revenues, expenditures and changes in fund balances
ior the General Fund, and the 2005 Refunding Debt Service Funds, which are considered
maijor funds. Data from the other three governmenial funds are combined info a single,
nonmajor governmental funds column. Individual fund data for each of these nonmajor
governmenial funds is provided in the form of combining statements in the Other
Supplemental Information section of the report.

MISSION STATEMENT

The mission of Posen Consolidated Schoal is to promote skilis for adapting 10 an ever changing environment,

while encouraging responsible citizens and liielong leamers.



Mofes to the Financial Statements

The notes provide' addifional information which is essenfial to a full understanding of the
data provided in the government-wide and fund financial statements.

Government-wide Financial Analysis
The table below summarizes the District's net assets as of June 30, 2008 and 2007:

POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢
June 30, 2008 and 2007

2008 2007
Assets
Curent and other assetfs $ 1,257,038 $ 1.177,585
Capital assets, net of accumulated depreciation 4,076,699 4,219,144
Defermed charges 62,218 67,004
Total assets 5,395,955 5,463,733
Ligbilities
Cumrent liahifities _ 1,039,785 1,023,483
Noncurrent liabkilities -3.085,187 3.249,355
Total Habilities 4,094,972 4,273,038
Net Assets
Investment in capital assets, net of debi 58,071 739,421
Restricted 241,509 173.,04C
Unrestricted 201,403 278,234
Total net assets $ 1,300.983 $ 1,190,695

At the end of the fiscal year, Posen Consclidated School Distiict Ne. ¢ is able to report
positive balances in all three categories of net assets. As in 2007, the largest portion of
the School's net asseis is its invesiment in capital assets {land. buildings, eguipment and
vehicles), less any outstanding debt used fo acquire those assets. The District uses these
capiial asseis in providing educational services, consequently these assets are not
available for future spending.

The second porfion of net assefs, restricted net assets, represents resources that are
subject to spending restricfions by parfies outside the District, such as creditors and
grantors. The District's net assets are resiricted for debt service,

The remaining portion of net assets, unrestricied net assets, may be used ot the District's
discretion to meet ongoing obligations,



The results for the District as a whole are reported in the Statement of Activities, which is
summarized below:

POSEN CONSOLIDATED SCHOOL DISTRICTNO. ¢
Year Ended June 30, 2008 and 2007

2008 2007
Revenue '
Program revenue:
Charges for services $ 67,682 % 82.721
Grants and contributions 323,540 372,785
Capital grants and contributions 23,610 -
General revenue:
Properiy taxes 1,192,156 1,061,589
State qid, unrestricted 1,277,793 1,314,631
Interest and investment earnings 26,422 27,413
Other 16,228 22,099
Total revenues 2,927,431 2,883,240
Functien/Program Expenses
Instruction 1,413,877 1,456,641
Suppoert services 835,655 804,767
Athletics 105,526 126,140
Food services 135,268 106,788
interest/fees on iong-ferm debt 145,570 158,199
Depreciation (unallocated) 180,547 184,379
Total expenses 2817143 2839114
Change in net assefs 110,288 44,126
Net assets - beginning of year 1,190,695 1,146,569
Net assets - end of year $ 1,300,983 $ 1,190,495

As reported above, the District recorded $2.817,143 of program expenses. These
expenses were funded minimally by charges for services. The majority of the District's
revenues were from unrestricted state cid [43%), property taxes (40%), and granis and
contributions {1°%).

The District experienced an increase in net assets primarily due to cutting programs and
expenses where possible.



Fund Financial Analysis

As of year-end, the govermnmental funds reported a combined fund balance of $504,902,
which is approximately $114,543 higher than the beginning of the vear, The increase is
due primarily frem cu’mng costs.

General Fund Budgetary Highlights

Final budgeted revenues were increased from original budgeted amcunts due to more
than anficipated local and federal revenues.

Final budgeted expenditures were higher than criginal budgeted expenditures due to
increased costs of ufllities, fuel and health insurance.

Final expenditures were lower than final budgeted amounts by approximately $31,000.
This Is mainly due to careful budgeting practices implemented throughout the year by
the District,

Capital Assets

At June 30, 2008, the District had $7.8 million invested in capital assets, The following
table summarizes the capital asset aciivity for the year:

POSEN CONSCLIDATED SCHOOL DISTRICT NG, 9
Year Ended June 30, 2008

July 1, 2007 Additions Disposals June 30, 2008

Land and improvements $ 695485 % - $ - $ 498,485
Suildings and improvements £.234 467 - . 6,234,467
Fumniture and eguipment 520,428 38,101 - 558,529
Yehicies 347,733 - - 347,733
Tota! capital assets 7801113 38,101 - 7.839.214
Less accumulated depreciation {3,531,969) (180,548) - {3,762,513)
Net capital assets $ 4219144 § [142445) § - $ 4,076,699




Economic Factors

Posen Consolidated School District #9 has had declining enrollment for many years,
however, in the current year the enrollment is up sfightly, The District's operating revenue
is based on sfudent enroliment as well as the amount of funding per siudeni, The student
enrofiment cumently is 268,

The 2007-2008 schod! year state aid funding was $7.204 per student enrolled. In addition,
categorical funding had also been reduced: The Title programs funding has been cut by
apout 10% this yeor.

In the current year, the revenue increased but costs have continued 1o increase s well,
The increase of 2% in health insurance for the teaching staff and support staff, an
increase in the natural gas, electricity, and bus fuel are other examples of increased
costs.

Posen Consolidated School District has had to utilize its operating fund balance for the
st four years o confinue to operate and meet expenditures. The Art and Band
programs have been dropped from the curriculum. Split classrooms {[combination rooms)
were implemented for three elementary grades. A porlion of the current general fund
balance of approximately $238,210 will be ulilized in the upcoming year o help offset
the items nofed above.

Financial Contact

The District's financial staterments are designed to present users with @ general overview
of the School's fingnces. Questions concerning any of the information provided in this
report or requests for additional financial infermation should be directed fowards the
Business Office, Posen Consolidated School District No. 9.



POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢
Statement of Net Assets
June 30, 2008

Assels

Current Assets
Cash
Investments
Due from other governmental unifs

Total current assets

Noncurrent Assets
Capital assets
Less: aocumulated depreciation

Totad capital assets
Deferred charges
Total noncurrent assets

Total assets

Ligbillies and Net Assetls

Current Liabilifies
Accounts payable
Accrued interest payable
Accruad faxes abated
State qid notes payable
Bonds payable, due within one year
Accrued expenses
Salaries payable

Total current liabilities

Nencurrent Liabilifies
Bonds payable, net
Retfirement allcwance payable

Total noncurrent tabilities
Total iabilities

Net Assets
Investment in capital assets, net of related debt
Restricted for debt service
Unrestricted

Total net assets

Total iabilities and net assets

See goccompanying notes to the basic financial stalements.
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Governmental
Activities

$ 361,966
620,169
274,903

1,257.038

7,832,214
[3,762,515)

4,076,699
62,218

4,138.917

3 53%5%55

$ 22,213
61,310

45,298
S00.000
199,443
87,236
123,587

1,039,785

3.019,187
36,000

-~ 3,055,187

4,094,772

858,071
241,509
201,403

1,300,983

$ 5395955
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POSEN CONSOLIDATED SCHOOL DISTRICT NC, 9
Governmental Funds
Balance Sheet
June 30, 2008

Assetls

Cash
Investments
Due from other governmental units

Total assets

Liabilities and Fund Baolances

Liabilities:
Accounts payable
Interest payable
Staie oid notes payable
Accrued expenditures
Salarizs payable

Total liabilities
Fund Balances:
Reserved for debt service
Unreserved:
Undesignated

Totgl fund balances

Total abilities and fund
balances

Other
2005 Nonmajor
kRefunding Governmental
Genergl Debt Service Funds Total
$ 88,647 $ 241,509 $ 31,808 $ 361,966
620,169 - - 620,169
273,748 - 1,155 274,903
$ 982,566 $ 241,509 $ 32.963 $  1.257.038
$ 22,913 $ - $ - $ 22,913
18,400 - - 18,400
500,000 - - 500,000
81.294 - 5,942 87,236
121,749 - 1,838 123,587
744,356 - 7.780 752,134
- 241,509 - 241,509
238,210 - 25,183 263,393
238,210 241,509 25,183 504,702
3 982,566 % 241,509 3 32,963 $ 1257038

Ltee accompanying notes to the basic financial siatements. 5



POSEN CONSOLIDATED SCHOO!. DISTRICT NO. ¢
Governmental Funds
Reconciliation of Balance Sheet of Governmental Funds o Net Assefs
June 30, 2008

Total Fund Balances - Governmental Funds

Amounts reported for governmental activities in the statement

of net assets are different because;

Capital assets used in governmental activities are not financial
resources and are not reporied in the govemmental funds

balance sheet,

Cost of capital assets
Accumulated depreciation

interest is accrued on outstanding long-term bonds in
governmental aclivities, whereas in governmental funds,
an interest expenditure is reporied when due.

Bond issuance costs are recorded in governmental activities
as a deferred charge, whereas in governmental funds, the costs

are reporfed as expenditures when paid.

Long-term liabilities are not due and payable in the cumrent pericd
and are not reporied in the governmental iunds balance sheet.

Bonds payabile, nat
Retirement allowances
Taxes abated

Total net assefs - governmental activities

Se= accompanying notes to the casic financial siatements.

6

3 504,902

7,839,214
(3,762,515)

(42.210)

62,218

(3,218,628)
(36,000}
(45,298}

$  1,300.983




POSEN CONSOLIDATED SCHOOL BISTRICT NO. 9
Governmental Funds
Siatement of Revenues, Expenditures and Changes in Fund Balances
Year Ended June 30, 2008

Other
2005 Nonmajor
Refunding Governmental
General Debt Service Funds Total
Revenues
Local sources $ 849.214 $ 380,707 $ 98,535 $ 1,328,456
State sources 1,373,083 - 5,591 1,378,674
Federal sources 107,797 - 73,747 181,544
Interdistrict and other sources 38,757 - - 38,757
Total revenues 2,368.85] 380,707 177,873 2,927,431
Expenditures
Current:
instruction 1,413,877 - - 1,413,877
Support services 790,357 - - 790,357
Athietics - - 105,526 105,526
Food Service - - 135,948 135,768
Other 3,242 - - 3,242
Cebt service:
Principal 11,443 180,000 - 121,443
interest/fees 2,136 132,238 - 134,374
Capital Qutlay 33,775 - 4,326 38,101
Total expenditures 2,254,830 312,238 245,820 2,812,888
Excess (deficiency) of
revenues over expenditures 114.021 68,469 [67.947) 114,543
Other financing sources (uses)
Operating transfers in - - 61,743 61,943
Operating fransfers out [61,943) - - [61,943)
Total other financing
sources luses} [61,943) - 61,943 -
Net change in fund balances 52,078 68,4469 {6,004) 114,543
Fund balances - beginning of year 186,132 173.040 31,187 390,359
Fund balances - end of year $ 238,210 ¥ 241,509 ;) 25,183 3 504,202

See accompanying neies 1o the basic financial statements. 7



POSEN CONSOLIDATED SCHQOL DISTRICT NG. ¢
Governmental Funds
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
Yedr Ended June 30, 2008

Net Change in Fund Balances - Total Governmental Funds $ 114,543

Amounts reported for governmenial activilies in the statement
of net assets are different because:

Capital cutlays are reported in governmental funds as expenditures,
However, in the statement of activities, the cost of those assets s
allocated over their estimated useful lives as depreciation expense:
Capital Outiay 38,101
Depreciation expense {180,547}

Repayment of long-ferm debt is an expenditure in the governmenial
funds, but ihe repayments reduce long-term lakilifies in the
statement of net assefts:

Bonds 191,964
Amortization of bond premium {1,962)

Proceeds from the note payable are reported as other financing

sources in the governmental funds. In the Statement of Net Assets,

these amounts increase a long-term liability. Discounts, premiums,

losses and issvance costs are allocated over the remaining lives of

the long-term debt. This amount represents the net effect of issuing

notes payable and the current year amorfization. (8,097}
Interest on long-term debt in the stalement of activities differs

from the amount reported in the governmenial funds because

interest is recognized as an expenditure in the funds when it is

due, and thus requires the use of current financial resources. In

the statement of activities, however, interast expense Is recognized

as the interest accrues, regardless of when it is due, 1.584

Some expenses in the statement of activifies do not require
the use of current financial resourcas and, therefore, are not

reporfed as expenditures in the governmental funds.

Taxes cbated [45,298)

Change in net assets - governmentaol acfivities $ 110,288

See accompanying notes to the basic financial sialemeants. 8



POSEN CONSOLIDATED SCHOOI DISTRICT NO. ¢
Fiduciary Fund
Statement of Fiduciary Net Assels
June 30, 2008

Student Actlivilies
Agency Fund

Assets

Cash % 24,813
Liabiiities

Due to student groups $ 24813

les accompanying nofes to the basic financial statements. g



NOITE 1.

POSEN CONSOLIDATED SCHOOL DISTRICT NQ, ¢
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Posen Consglidated School Distict No, 9 {the "School District'] operates under a Board-
Superintendent form of government and provides education services to its resicdents. The
accounting poficies of the Schoo} District conform to accounting principles generally
accepted in the Unifed States of America {GAAP) as applicable to governmental units. The
following is a summary of the significant policies used by the School District:

Reporting Entity

The accompanying financial statements have been preparedin accordance with criteria
established by Governmental Accounting Standards Board Statement (GASBS) No. 14 {and
amended by GASBS No. 3%9). GASBS No, 14 states the primary basis for determining whether
culside agencies and arganizations should be considered component units of the School
District and included in the School District's financial statements is financial accountabllity,
Financial accountability has been defined as follows: A primary govermnment has substantive
quthoflty 1o appoint a voling majority of the component unit's board; the primary
gavernment is eitner able to impose iis will on a component unit or there is o potential for
the component unit 1o provide specific financial burdens on the primary government; and

the component unitis fiscally dependent on the primary government. The School Disfrict has
no component units.

Basic Financial S’raieme_n'rs - Qverview

The School District's basic financial statements include both govermment-wide {reporting the
Schooi District as a whole) and fund fingncial statements {reporting the School District's
major funds}. Both the governmeni-wide and fund financial statements categorize primary
activitias as either governmental or business-type. Governmental actlivifies, which normally
are supported by taxes and intergovernmentat revenues, are reported separaiely from
business-type activities, which rely fo a significant extent on fzes and charges for support.
All of the School District's activities dre considered governmental activities.

Basic Financial Statements - Government-Wide Statements

The government-wide financial statements report information on all of the nonfiduciary
activities of the primary government, These statements are reported using the economic
resources measurement focus and the full accrual basis of accounting. As a general ruie,
the effect of interfund activity has been sliminated from the government-wide financicl
statements. The government-wide focus is more on operational efficiency, the sustainability
of the School District as an entity and the change in the School District's net assets resulfing
from the curent year's activities.

In the government-wide Statement of Net Assets, the governmental activities column is
presented on a consolidated basis. Due to the full accrual, economic resource basis, alt
fong-term assets andreceivablas, as well aslong-term debt and cbligaiions are recognized.
The School District's net assets are reported in three parts — invested in capital assets, net of
related debt; restricted net assels; and unrestricted net assets, The School District first utilizes
restricted resources 1o finance qualifying activities,

10



NQTE I

NCTES TO FINANCIAL STATEMENTS -~ CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Basic Financial $tatements - Government-Wide Sfatements - Confinved

The government-wide Statement of Activities, due to the full accrual, economic resource
basis, records revenue when it is earned and expenses when a liability is incumed, regardless
of the fiming of related cash flows. The S$tatement of Activilies demonsirates the degree to
which the direct expenses of a given function are offset by program revenues, Direct
expenses are those that are clearly idenfifiable with a specific function. Program revenue
includes (1) charges to customers who purchase, use or directly benefit from goods, services,
or privileges provided by a given function and (2} grants and centributions that are restricted
fo meeting the operational or copital requirements of a parficuiar function. Taxes,
ynrestricted state aid and other items not property included among programrevenues are

reported as general revenue. Any net cosis, by function, are allocated to the general
revenue,

Basic Financial Statements - Fund Fingncial Statements

The financial fransactions of the School District are reported in individual funds in the fund
financial stotements. The operations of each fund are accounted for with aseparate set of
self-balancing accounts that comprise iis assets, liabiliies, fund equity, revenues and
expenditures. The emphasis in the fund financial statements is on the maijor funds in the
governmenial acfivities category, GASBS No. 34 sets forth minimum criteria {percentage of
the assets, liabiliies. revenues or expenditures of the governmental funds}) for the
determination of maijor funds. The School District's major funds, as described below, are the
General and 2005 Refunding Debt Service Funds. Neonmajor funds by category are
summarized into a single column,

The governmental funds financial statements are reporfed using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues are
recorded in the accounting peried in which they become both available and measurable.
Revenues are avdilable when received within the current pariod or within 60 days after year-
end. Expendifures are recorded in the accounting period in which the liability is incurred.
The exceptions to this general rule gre principal and interest on general cbligaiion long-term
debt, compensated absences, claims and judgmenis, and refirement allowances, which
are recognized when due.

The focus of the fund financial statements is upon the determination of financial position and
changes in financial position [sources, uses, and batances of financial resources).

Government resources gre allocated to and accounted forinindividuat funds based upon
the purposes for which they are to be spent and the means by which spending activities
are controlled. The various funds are grouped, ir the financial statements in this report, into
generic fund types and broad fund caiegornies as follows:

Governmental Funds
Governmeantal funds are those funds through which most schod! district functions typically
are financed. The acguisition, use and balances of the Schoot District's expendable

financial resources and the related cumrent labilites are accounted for through
governmentol funds,

1



NOTE 1:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Basic Financicl Statements - Fund Financial Statfemenis - Continued

Governmental Funds - Continved

General Fund - The General Fund is used to record the general operations of the School
District pertaining to education and those operations not provided for in other funds, The
General Fund is a major fund of the Schaool District.

special Revenue Funds - Special Revenue Funds are used to account for the procesds of
specific revenue sources that are restricted to expenditures for specified purposes.

School Service Funds - The School Service Funds are used fo
segregate, for administrative purposes, the transactions of a
particular activity from regularrevenue and expendiiure accounts,
The School District maintains full control of these funds. The Schooi
Service Funds maintained by the School District are the Cafeteria
and Athletics Funds.

Debt Service Funds ~ The Debt Service Funds are used to record tax and interest revenue
and the payment of interest, principa! and other expenditures on long-term bonded debt,
The Debt Service Funds mainicined by the School District are the 2005 Refunding and the
Durant Non-Plaintiff Fund.

Capital Project Funds — The Capital Project Funds are used to record bond proceeds or other
revenue and the disbursement of monies specifically designated for acquiing new school
sites, buildings, eguipment, and for major remodeling and repairs. These funds are kept
open until the purpose for which they were created has been accomplished., The Schoaol
District does not maintain a Capital Project fund at this fime,

Fiduciary Funds

Fiduciary Funds are used to account for assets held by the School District in a frustee or
agency capacity for others and therefore are not available o support School District
programs. Since these funds cannct be used o address activities or obligations of the
School District, these funds are not incorporated info the government-wide statements,
Fiduciary fund statements are reported using the economic resources measurement focus
and the accrual basis of accounting., The following agency fund is presented in the
Statement of Fiduciary Net Assets;

Sjudent Activities Agency Fund — The School District presently
maintains a Student Activities Agency Fund to record the
fransactions of student groups for school ond schoolreiated
purpases. The funds are segregated and held by the School District
for the students.



NOTET: .

NOTES TO FINANCIAL STATEMENTS ~ CONTINUED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONT.'NUED

Cash and Cash Equivalents

Cash and cash equivaients include cash on hand, demand deposits and other accounts
that have the general characteristics of demand deposits.

Investments

Investments are stated at fair market value,

Capital Assets

Capital assets, which include land, buitdings, equipment and vehicles, are reported in the
Statement of Net Assets in the government-wide financial statements. Capital assets are
defined by the School District as assets that are purchased or acquired with an original cost
of $3,000 or more and an estimated useful life in excess of one year, Such assets are
reported at historical cost or estimated historical cost. Contributed assets are reported at
fair market value as of the date donated. Additions, improvements and other capital outlay
that significantly extend the usefullife of an asset, orincrease its capacity or efficiency, are
capitalized. Other costs incurred for repairs and maintenance are expensed as incurred.

Depreciation on all assets is provided on the straighi-line basis over the following estimated
useful lives;

‘Land and improvements : 10-20 vears
Buildings and improvements 20-50 vears
Furniture and other equipment 5-25years

Retirement Allowance

Under contracts negotiated with employee groups. individual employees may have a
vested right to receive payments for a refirement allowance calculated using formulae and
condifions specified in the contracts. This amount is reported in the government-wide
financiai statements and represents a reconciiing item between the government-wide and
fund presentations.

Compensated Absences

Accumulated unpaid sick and vacation pay is not accrued by the School District.
Employees are limited to the number of sick and vacation days they may accumulate. Sick
and vacaticn days do not vest to the employee and are not payable upon termination,
except when used to determine refirerment allowance,

Comparative Daia

Comparative fotal dota for the prior year is not included in the School District's financial
statements.



NQTE 2:

NOTE &:

NQTE 4:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
BUDGETING/COMPLIANCE

The Schoot District is required under Public Act 621 to adopt a budget for the General and
Special Revenue Funds. Annual budgets are adopled on a basis consistent with generally
accepted accounting principies and State law for these funds. Sfate law regquires the
Schoot District o have ifs budget in place by July 1. Expenditures in excess of amounts
budgeted are o viclaiion of Michigan low. Siote taw permits districts fo amend their
budgets during the vear. All annual appropriations lapse at year-end.

The presentation of budgetary information is required for the General Fund and all major
Special Revenue Funds, {The School District does not have any mdijer Special Revenue
Funds). In the required supplemental information section, the School District's actual and
budgeted expenditures for the General Fund are presented.

DEPOSITS AND INVESTMENTS

State statules and the School District's investment policy authorize the School District to
make deposits in the accounts of federally insured banks, credit unions, and savings and
loan associations that have an office in Michigan; the School District is allowed to invest in
U.sS. Treasury of Agency obligations, U.S. government repurchase agreements, bankers'
acceptances, commercial paper rated prime at the fime of purchase that matures not
more than 270 days after the date of purchase, mutual funds, and invesiment pools that are
composed of authorized investment vehicles. The School District's depesits and investments
are in accordance with statutory authority.

Deposits

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank
failure, the School District's deposits may not be returned. The School District does nothave
a deposit policy for custodial credit risk. At year-end, the camying amount of the School
District's deposits for both govemmental activities and fiduciary funds was $386,779
and the bank batance was $427.862. Of the bank balance, $107,383 was covered by
tederal depository insurance. The remaining $320.47% was uninsured and uncollateraiized.
State statutes prohibit security in the form of collateral, surety bonds or another form be
taken for the deposit of public funds.

Investments

Cradit Risk — As of June 30, 2008, the School Disfrict's investment in the Michigan Liquid Asset
Fund investiment pool of $620,169 was rated AAAmM by Standard & Poor's.

PROPERTY TAXES

Property faxes are levied and becoms ¢ lien on property as of December 1 on the Stote
iaxable voluation of property in the School District as of the preceding December 31.

Property taxes are recognized as revenue in the fiscal year they are levied. The Michigan
Schoot Accounting Manual requires property taxes receivable be written off in the curent
year if not received within 60 days of the end of the previous year. This applies 1o both the
government-wide (full accrual) and the fund Imedified accrual) financial statements. There
is no significant departure from the full accrual basis of accounting using this method.



NOTES TO FINANCIAL STATEMENTS — CONTINUED

NOTE 4:  PROPERTY TAXES - CONTINUED

The 2007 State taxable valuation of non-homestead property as of May 23, 2007 for Posen
Consolidated Schoo! District Mo. 7 totaled 345,156,013, on which taxes levied consisted of
18.000 mills for operating purposes. The total taxable vaiuation of the School District as of
May 1, 2008 was $95,586,576, on which taxes levied consisted of 3.85 mills tor debt refirement,
These amounts are recognized in the respective Genseral and 2005 Debt Service Funds,

Classificafion of assessed properfy betwaen homestaead vs, non-homesiead is subject 1o
change. In addition, Michigan Tax Tribunal and Board of Review changes throughout the
year affect the total taxable valuation,

NOTE 5: CAPITAL ASSETS

Capital asset activity for the School District's governmental activities was as follows:

Balance Baiance
July 1.2007  Additions Disposals  June 30, 2008

Assefs not being depreciated;

Land $ 2485 % - $ - $ 2,485
Capital assels being depreciated:
Land improvemenis 696,000 - - 654.000
Buildings and improvements 6,234,467 - - 6,234,467
Furniture and equipment 520,428 38,101 - 558,529
Vehicles 347733 - - 347,733
Subtotal 7,798,628 38,101 - 7.836,72%
Accumulaied depreciation:
Land improvements [362,8C0) {34.800) - (417,600
Buildings and improvements [2.570,358) {111,737 - 12,682,095
Fumiture and equioment {329.057) [26,532) - 1355,589)
Vehicles (299,754 (7 477} - 1307.231
Sublotal 13,581,969) 1180,546) - (3,762,515
Net capital assets being depreciated 4,216,659 {142,445} - 4074214

Govermmental aciivities nst
capitat assets $ 4215044 § [142445) 3§ - $ 4076699

Governmental activities depreciation expense was charged as follows:

Unallocated § 180547
NOTE 6: INTERFUND TRANSFERS

Interfund transfers consist of the following:

The General Fund made fransfers in the amount of $10,000 and $51,943 {o the Athlefic and
Cafeteria Funds, respectively. The General Fund makes tfransfers on a yearly basis to support
these funds,



NOTE 7:

NOITE 8;

NOTES TO FINANCIAL STATEMENTS - CONTINUED

SHORT-TERM DEBT — STATE AlD NOTES

The School issues Sfale aid notes in advance of Stote ald receipts, depositing the proceeds
inthe General Fund. This note is necessary due o reduced funding and because a State aid
payment is not received in September.

Shor-term debt actlivity for the year ended June 30, 2008, excluding interest expense of
$18.,400, was as follows:

Beginning Ending
Baiance ssyued  Redesmed Balonce
State aid note $.525000  $500000 § 525000 $500.000

LONG-TERM DEBT

The following is a summary of the School District's governmental activities long-term debt
transactions for the year ended June 30, 2008:

Bzginning Ending Amount Dug
Balance Addiions  Reduchons Balanze  Within One Yaor
Bonds and notes pavable:
Genergl obligation debt $ 3405000 % - § (180,000; § 3225000 % 182,000
Bond premium 27484 - (1,962} 25,502 -
Refunding deferral (101,283 - 1,235 (94,048) -
Bus rofe 47 835 - 11,564) 33,89 11364
Durant resolution debt 26,233 - - 26,283 2477
Taxes aboted - 55,423 {11,325 45,293
Total debi § 3405319 % 56623 § (198014 § 3283526 % 199 441
Qthar lianilties;
Retirement severancs 36,000 - - 38 500 -
iotal governmanital actvities
long-ierm licbifitias § 34401319 0§ 56423 0§ (1980180 3 3299926 % 157,441



NOTE 8:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

LONG-TERM DEBT — CONTINUED

General Obligation Bonds:

2005 Refunding Bonds due in annual installments of
$175.000 to $260,000 through May 1, 2022;
interest at 3.00% to 4.35%.

Durant Resolution Bond;:

1998 Series School improvement bond due in
annuai installments of $2,257 to $15,380 through
Moy 15, 2013; interest at 4.76%. Thisbondisa
self-liquidating bond, it is payable both as fo
principal and interest, solely from an annual
appropriation by the State of Michigan. If the
legisiature fails to appropriate the funds, the District
is under no obligation for payment,

Note Payable:

Bus note payabile due in annual installments of
$11.%64 through November 1, 2010; interest at 4,.375%

Taxes Abated:

Taxes abated payable due in annual instaliments of
$11.325 through February 2012 interest at 0%.

Total bonds and notes payable
Retfirement Severance:
Upon retirement, the District's certified employees
who have between fifteen and twenty-nine years
of continuous service In the Posen Consolidated
School District may be eligible for either 0 severance

allowance or ather refirement incentive.

Total governmental activifies long-term liabilities

Long-term debt pavable at June 30, 2008, s comprised of the foliowing individuai
insfruments;

$3,225.000

26,283

33,891

45,298

3,332,472

36.000



NOTE 8:

NOTE 9:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

LONG-TERM DEBT - CONTINUED

The annualrequirements to-amortize all governmental bond and note payable obligations
are as follows:

Year Ending June 30 Principal Interest Total
2009 $ 210,766 $ 128,730 3 339,496
2010 215,884 123.060 338,944
2011 238,668 121,977 360,645
2012 219171 108,018 327,189
2013 212,983 99,682 312,645
2014-2018 1,195,000 364,910 1,559,210
2019-2022 1.040.000 111,280 1,151,280

$ 3332472 % 10574657 § 4390129

Bond payments, including interast, are made from the Dgbt Service Funds, There are
limitations and restrictions contained in the various bond indentures. The District is in
compliance with all significant limitations and restrictions, The retirement severance licbility
will be liquidated primarily by the General Fund.

DEFINED BENEFIT PENSION PLAN AND POST EMPLOYMENT BENEFITS

Posen Consclidated School District No. ¢ conftributes to the tichigon Pulklic Schoaol
Employees Refirement Systerm {MPSERS), a cost sharing, multipte emplover, stalewide public
empioyee refirement plan govearned by the State of Michigan and creaiedin 1915, MPSERS
was established by the State of Michigan for purposes of providing retirement, survivor and
disabillity benefits to the State's public school employees, MPSERS now operates under the
provisions of Public Act 300 of 1980, as amended. MPSERS issues a publicly available
financial report that includes fingncial statements and required supplementary information
for MPSERS. That report may be obtained by writing to Michigan Public School Employees'’
Retfirement System, P.O. Box 30171, Lansing, Ml 48909-7471 crby calling {317) 322-5103.

Pricr to January 1, 1990, MPSERS provided a choice of two retirement plans, the Basic Plan,
which required no employees contibufion and the Member invesiment Plan (MIP}. For
members hired on January 1, 1990 or after, membership in MIF is mandatory. MIP members
are required 1o contribute 3 to 4.3 percent of their annual covered salary and Posen
Consolidated School District No., 9 is required to confribute gt an aciuanally determined rate.
The current rate is 16.72% of annual covered payroll, of which approximately 6.55% is for
other post employment benefits [see below). The contribution reguirements of plan memibers
and Posen Consolidated School District Na. ¢ are established and may be amended by the
MPSERS Board.




NQTE 9

NOTE 10:

NOTE11:

NOTES TC FINANCIAL STATEMENTS - CONTINUED
DEFINED BENEFT PENSION PLAN AND POST EMPLOYMENT BENEFITS - CONTINUED

The School District's contribution o MPSERS for the vears ending June 30, 2008, 2007 and 20046

were $212,363, 3213.763 and $182,940 respectively. equal fo the required contributions for
each year.

Other post employment benefits

Also under the MPSERS Act, gll refirees have the option of confinuing health, dental and
vision coverage, which are funded on a cash disbursement basis. Retirees having these
coverage's confribute an amount approxdimately equivalent 1o the monthly cost for Part B
Medicare and 10% of the monthly premiurm amount for health, dental and vision coverage's,
The number of plan parficipants and other relevant financial information consisted of the
following at June 30, 2007, the date of the latest actuarial valuation,

Eligible refired participants $162,844
Participants receiving benefits:

Health 121,804
Denfal/Vision 129,777
Expenses for the vear $453,572,464
Payroll contribution rafe - 6.55%

RESERVES AND DESIGNATIONS OF FUND BALANCES
Major Governmental Funds

Debt Service Fund - The Debt Service Fund's reserved fund balance represents resources
legally restricted for the payment of principal andinterest amounts maturing in future years,

RISK MANAGEMENT

The School District cames commercial insurance for risks of loss, including property and
emptloyes health insurance. Setfled claims resulting from these risks have not exceeded
commercial insurance coverage in any of the past three fiscal years,

The School District also belongs to the SEG Self-insured Workers' Disabllity Compersation
Fund, a public entity risk poot currently operating as a common risk management and
workess' compensation insurance program for various schoo! districts throughout the state,
The School District pays an annual premium for its workers' compensation insurance
coverage., The pool is seli-sustaining through member premiums and reinsures through
commercial companies for ciaims in excess of $500,000 for each insured event. Although
the Schoo! District could be assessed charges beyond the annual premium, the likelihood of
receiving such an assessment is minimad,
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POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢
Required Supplementdry Infermation
Budgetary Comparison Schedule
General Fund
Year Ended June 30, 2008

Varance with

Qriginal Final Final Budget
Budget Budget Actual Cver/{Under)
Revenves
Local sources $ 842,000 % 8559210 % 849,214 $ (4,696}
State sources 1,316,010 1,316,130 1,373,083 56,953
Federal sources 134,397 144,228 107,797 {36,431}
Interdistrict and other sources 37,124 38,737 38,757 20
Total revenues 2,329,533 2,353,005 2,368,851 13.846
Expenditures
Current:
Instruction:
Basic programs 1,197,967 1,225,384 1,219,386 {5,798}
Added needs 216,715 214,402 205,934 {8.468)
Support services: '
Pupil 1,000 500 419 (81)
Instructional staff 3.800 3.800 2,622 {1.178}
General administration 145,904 169,741 165,817 [4,124)
School administration 101,314 93,563 93,355 {208)
Business services 87.511 G7.847 98,365 518
Cperation and maintenance 258,951 271,788 2¢1,208 (10,580}
Pupil fransportation services 173,900 174,021 170.907 {3.114)
intergovernmental payments 4,000 5,242 3.242 {2,000)
Capital Outlay 30,000 30,000 33.775 3,775
Total expenditures 2.243.062 2,286,288 2,254,830 [31.458)
Excess [deficiency] of
revenues over expenditures 86,471 68,717 114,021 45,304
Other financing sources (uses)
Cperaiing fransfersin - - - -
Operating fransters out {74,000} {62,000) [61,943) 57
Total other financing sources {uses) {74.000) (62,000} {61,943) 57
Net change in fund balance 12,471 6,717 52,078 45,361
Fund balance - beginning of year 127,277 192,849 186,132 (6,717)
Fund balance - end of year 3 139,748 % 199,568 3 238,210 % 38,644

See accampanying nofes 1o the basic financial statements. 20
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POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢
Other Supplemental Information
Combining Balance Sheet
Nonmajer Governmental Funds
Jfune 30, 2008

Debt
Special Revenue Funds Service Fund
Durant
Cafeteria Athletics Non-Plaintitf Total
Assets
Cash 3 14,783 $ 17.025 $ - 3 31,808
Due from other governmental units 1,133 - - 1,155
Total assets 3 15,938 $ 17,025 3 - $ 32,963
Ligbilities and Fund Balances
Liabilities: _
Accrued expenditures $ 5,942 $ - % - 3 5,942
Salaries poyable 1,838 - - 1.838
Totatliabiities 7,780 - - 7.780
Fund balances:
Unreserved:
Undesignated 8.158 17,025 - 25,183
Tofal fund balances 8,158 17.025 - 25,183
Total liabidities and fund
balances $ 15,938 $ 17,025 $ - % 32943
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POSEN CONSOLIDATED SCHOOCL DISTRICT NO. %

Other Supplemental Infermation

Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Nonmajor Governmental Funds
Year Ended June 30, 2008

Debtf
Special Revenue Funds Service Fund
Durant
Cafeteria Athietics Non-Flaintiff Total
Revenues
Local sources 3 42946 % 55,589 % - 98,535
Staite sources 5,591 - - 5,5%1
Federal sources 73,747 - - 73,747
Total revenues 122,284 55,589 - 177,873
Expenditures
Current;
Athletics - 105,524 - 105,524
Food Service 135,768 - - 135,968
Debt service;

Principal - - - -
Intergst - - - -
Capital Outiay 4.326 - - 4,326

Total expenditures 140,294 105,526 - 245.820
Excess {deficiency} of
revenues over expenditures (18,310) [49,937) - (67,947}
Other financing sources {uses)
Operating transfers in 10.000 51,943 - 61,743
Operating transfers {out) - - - -
Total other financing sources 10.000 51,943 - 61,943
Net ¢change in fund balances {8,010} 2.006 - {6,004)
Fund balances - beginning of year 14,168 15,019 - 31,187
Fund balances - end of year $ 8158 % 17025 % - 25,183

22



Class of 2008

Ciass of 2009

Class of 2010

Class of 2011

National Honor Society
Fep Club

Ski Club

Student Activities - Revolving

Student Council
Yedrbook

Total

~ POSEN CONSOLIDATED SCHOOL DISTRICT NO, ¢

Other Supplemental Information
Statement of Receipts and Disbursements
Fiduciary Fund
Year Ended June 30, 2008

Balance 2007-2008 Balance
July 1, 2007 Receipts Disbursements June 30, 2008
$ 22,832 b 40,480 $ 63,312 $ -
2,769 5,893 3,766 4,896
4819 9,994 8.059 6,754
- 17,006 12,354 4,652
97 616 440 273
2,133 13,722 12,180 3,675
470 1.512 1.575 407
1,761 3.565 3,190 2,136
2,868 9,623 10,471 2,020
- 6,911 6,911 -
$ 37.74% $ 109,322 5 122,258 $ 24,813
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TITLE:
PURPOSE:

DATE OF AGREEMENT:

RATE OF INTEREST:

POSEN CONSOLIDATED SCHOOL DISTRICT NC. 9
Other Supplemental Information

Schedule of Bonded Indebtedness

June 30, 2008

2005 Refunding Bonds

To refund the 1996 Refunding Bonds

February 05, 2005

3.00% 10 4.35%

ORIGINAL CBLIGATION: 3 3,750,000

AMOUNT PREVIOUSLY PAID; 525,000

BALANCE OUTSTANDING - JUNE 30, 2008: 3 3.225,000
November | May 1 Annual

Fiscal Year Interest Interest Principal Requirements

2008-09 % 63,233 $ 63,233 $ 185,000 $ 311,466

2009-10 &0,457 60,457 190,000 310,914

2010-11 57,370 57.370 200,000 314,740

201112 33,870 53,870 205,000 312,740

2012-13 49,770 47,770 210,000 309,540

201314 45,570 45,570 220,000 311,140

2014-15 41,170 41,170 230,000 312,340

2015-16 36,570 36,570 240,000 313,140

2014617 32,010 32.0'0 250,000 - 314,020

2017-18 27.135 27,135 255,000 309.270

2018-19 22,035 22,035 260,000 304,070

2019-20 16,705 16,705 260,000 293.410

2020-21 11,245 11.245 260,000 282,490

2021-22 5,655 5,653 260,000 271,310

$ 522,795 3 522,795 $ 3,225,000 $ 4,270,590

Call provision:

Bonds of this issue maturing in the years 2007 through 2015, inclusive, are not subject fo optional

redemption prior to maturity. The Bonds, or $5,000 portions thereof, maiuring on or after May 1, 2014
may be redesmed at the opfion of the District in such order of maturity as the District shall determine
and within each maturity by lot on any date occurting on or after May 1, 2015, The Bonds called for
redemption shall be redeemed at par plus accrued inferest fo the dafe fixed for redemption, withouf

oramium of penalty.
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POSEN CONSOLIDATED SCHOOL DISTRICT NO. 9
Other Supplemental Information
 Schedule of Bonded Indebtedness
June 30, 2008

TITLE: Durant Resolution Package Bond
School Improvemeant Bond, Series 1998

DATE OF ISSUE: November 24, 1998
RATE OF INTEREST: 4,761353%
ORIGINAL OBLIGATION: % 44,512
AMOUNT PREVIOUSLY PAID: 18,229
BALANCE QUTSTANDING - JUNE 30, 2008: 3 26,283
Interest May 19, May 15, Annual
Fiscal Year Rate Interest Principal Reguirements
2008-09 4761353% $ 649 h) 2,477 $ 3,126
2009-10 4.761353% 537 2,595 3.12¢
2010-11 4761353% 5,622 15,380 21.002
2011-12 4.761353% 278 2,848 3,126
2012-13 4.761353% 142 2,783 3,125
$ 7,222 $ 26,283 $ 33,505

Cali provision:

This Bond is net subject 1o redemption prior to maturity by the District,
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POSEN CONSOLIDATED SCHOOL DISTRICT NO. 9
Other Supplemental Information
Scheduie of Bonded Indebtedness
June 30, 2008

TITLE: Purchase 2006 International Schoot Bus
DATE OF ISSUE: November 29,2005
RATE OF INTEREST: 4.375%
ORIGINAL OBLIGATION: $ 59,819
AMOUNT PREVIOUSLY PAID: 23,928
BALANCE QUTSTANDING - JUNE 30, 2008: $ 35391
tnterest Annual Annual Armua
Fiscal Year Rate Interest Principal Reguiremsants
2008-09 4.375000% $ 1,615 $ 11,964 $ 13,579
2009-10 4.375000% 1,615 11,964 13,579
2010-11 4,375000% 1,615 11.963 13,578
$ 4,845 % 35,891 % 40,734

Call provision;

This debt is not subject fo redemption prior 1o maturity by the District.
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INTERNAL CONIROL AND COMPLIANCE REPORTING



Hill «~ Schroderus & Co., LLP

Certified Public Accountants & Consultants

October 23, 2008

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Superintendent and Board of Education
Posen Consolidated School District No. ¢
Fosen, Michigan

We have audited the financial statements of the govermmental activities, each major fund and the
aggregate remaining fund information of Posen Consolidated School District No. 9 {the "'School District”) as
of and for the year-ended June 30, 2008, which collectively comprise Posen Consolidated School District No.
?'s basic financial statements and have issued our report thereon dated Qctober 23, 2008. We conducted
our auditin accordance with audifing standards generally occepted in the United States of America and
the standards applicable to financial audits conicined in Government Auditing Standards, issued by the
Comptrolier General of the United States.

Internal Control Over Financial Reporting

In planning and performing cur audit, we considered Posen Consclidated School District No. 9's intemnai
control over financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinions on the financial statements and not to provide an opinion of the internal control over financial
reporting.  Accordingly, we do not express an opinion on the effectiveness of the Posen Consolidaisd
Schoot District No. 9's internal control over financial reporting.

A control deficiency exists when the design or operatfion of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstaterments
on a fimely basis. A significant deficiency is a control deficiency, or a combination of contrel deficiencies,
that adversely affects the entity's abillity to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than o
remote likelihood that a misstaiement of the entity’s financial statements that is more than inconsequential
will not be prevenied or detected by the entity's internal control.

A miaterial weakness is a significant deficiency, or a combination of significant deficiencies, thai results in
more than o remote likelinood that a maierial misstatement of the financial statements will not be
preventea or detected by the entity's internal control,

Qur consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraeh of this section and would not necsssarily identify ali deficiencies in internal control that
might be significant deficiencies or material weaknesses, We believe that the following deficiency
constituies o material weokness,

The School District does not have the expertise to prepare financial statements in accorgance with
generally accepted accounting principles. According o recently issued audiiing standards, this inability to

prepare financial statements in accordance with generally accepted accounting principles is anindicator
of a significant deficiency and o strong indicator of a material weaknass in internal control,
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We diid note the School District’s management does possess the skill necessary to prepare and monitor the
annualt budget. The accounting systerm which is designed primarily for budgetary purposes and Stafe of
Michigan FID reporting is also used s the source information in preparing the financial statements in
accordance with generally accepfed accounting principles with some adjustment, format differences and
note disclosures,

Complignce and Other Matiers

As part of obtaining reasonable assurance about whether Posen Consolidated Schoo! District No. 9's
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, confracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts, However, providing an
opinion or compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion, The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Audifing Standards.

This report is intended solely for the information and use of monagement and Board of Education and is not
intended to be and should not be used by anyone other than these specified parfies.

Wl Sz Lo

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan
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NO MANAGEMENT LETTER WAS ISSUED TO THE POSEN CONSOUDATED SCHOOL DISTRICT NO. 2 FOR THE YEAR
ENDED JUNE 30, 2008,



NO DATA COLLECTION FORM IS REQUIRED TO BE ISSUED TO THE POSEN CONSOQUIDATED SCHOOL DISTRICTNO,
9 FOR THE YEAR ENDED JUNE 30, 2008.



